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EXECUTIVE  SUMMARY 


The  purpose  of  this  paper  is  to  describe  and  discuss 
the  administration  of  contracts  for  the  Army's  comoiex  of 
government  owned  contractor  operated  (GOCO)  ammunition  plants. 
The  paper's  scope  is  limited  to  the  basic  roles,  relation- 
ships and  organizations  of  the  various  government  agencies 
involved  in  this  effort,  with  particular  emphasis  on  the  Plant 
Commander  - contractor  relationship. 

The  Army's  complex  of  plants  were  constructed  at  the  start 
of  World  War  II.  Presently,  there  are  24  plsnts  in  this  com- 
plex, 12  active  and  12  inactive.  These  plants  are  subordinate 
commands  of  the  U.S.  Army  Armament  Command  (ARMCOM). 

Contract  administration  is  that  effort  performed  by  the 
government  to  assure  that  a contractor  performs  in  accordance 
with  the  terms  and  conditions  of  the  contract.  The  required 
effort  is  performed  by  both  the  government  staff  located  at 
each  plant  and  the  Hv*'s  ARMCCM  staff. 

While  Contracting  Officer  is  the  key  individual  with  the 
staff  for  all  contractual  matters,  many  other  staff  elements 
are  involved  in  the  contract  administration  effort,  .‘.ithin 
their  functional  area,  these  elements  deal  directly  with  the 
plant's  government  ttaffs.  However,  the  Contracting  Ofiicer 
is  the  only  staff  member  allowed  to  make  changes  to  the  plants' 
contracts. 

At  each  plant  two  individuals,  the  Plant  Commander  and 
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the  Civilian  Operations  Ufficer,  are  snpointed  as  Contracting 
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Of ficeife  Representatives  (COR's).  The  COR  has  all  the  authority 
of  the  Contracting  Officer  to  administer  the  contract  except 
that  he  may  not  execute  or  agree  to  any  modification  to  the 
contract.  The  majority  of  the  contract  administration  function 
are  performed  by  the  COR. 

A vital  key  to  the  successful  operation  of  a GOCO  plant 
is  the  maintenance  of  a good  working  relationship  between 
the  Commander/COR  and  the  operating  contractor.  It  is  inevit- 
able that  conflict  will  arise  between  these  parties.  This 
conflict  should  be  recognized  as  a healthy  force  which,  if 
employed  properly,  will  further  the  goals  of  the  contract  and 
mission  of  the  plant.  A cooperative  soirit  between  the 
parties  is  necessary  to  properly  direct  and  employ  this  con- 
flict. 
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I IN1R0JUCTT0K 

First  built  during  World  War  II,  the  Army's  complex  of 
government  owned  contractor  operated  (GOCO)  ammunition  plant 
has  sucessfully  supplied  this  country's  ammunition  needs  for 
three  major  wars.  The  general  ourpose  of  this  paper  is  to  des- 
cribe and  discuss  the  administration  of  contracts  for  this 
unique  blend  of  government  and  civilian  industry.  The  scope 

t 

of  this  discussion  is  limited  to  the  basic  roles,  relation- 
ships and  organizations  of  the  various  government  agencies  in- 
volved in  this  effort,  with  particular  emphasis  on  the  Plant 
Commander  - contractor  relationsnip. 

My  primary  source  of  information  is  my  recent  experi- 
ence, from  June  1974-  to  June  1976,  as  the  Commander  of  the 
Holston  Army  Ammunition  Plant.  This  plant,  located  in  Kings- 
port, Tennessee,  is  this  country's  largest  explosive  plant  and 
is  its  only  source  of  RDX/HMX  based  explosives.  The  operating 
contractor  for  this  plant,  unchanged  since  the  plant's  con- 
ception in  1940,  is  the  Kolston  Defense  Corooretion,  a subsid- 
iary of  the  Eastman  Kodak  Company. 

All  Army  GoCC  ammunition  plants  are  subordinate  commands 
of  U.S.  Army  Armament  Command  (ARMCGM).  Presently,  AHi.COM 
headquarters  is  undergoing  a major  reorganization.  It  is  un- 
likely that  the  basic  contract  administration  roles  and  respon- 
sibilities discussed  in  this  paper  will  be  altered  by  this 
reorganization. 


1. 


Contained  in  this  paper  are  my  data  on  the  present 
status  of  plant  operations,  strengths  and  contracts.  Unless 
otherwise  stated,  these  data  were  obtained  from  the  Plant 
Operations  Directorate  of  ARMCOM  headquarters  and  are  current 
as  of  August  1976. 


II  BACKGROUND 


"Massed  fire  cower  on  the  scale  employed  during  World 
War  II  was  utterly  beyond  the  capability  of  the  U.S.  Army  in 
the  summer  of  194-0 , or  even  as  late  as  the  summer  of  194-1. 

The  stocks  of  ammunition  on  hand  in  1940  were  so  meager  that, 
in  the  words  of  Secretary  of  the  Aar  Stevenson,  'We  didn't 
have  enough  powder  in  the  whole  United  States  to  last  the  men 
we  now  (194-3)  have  overseas  for  anything  like  a day's  fighting 
Worse  still,  only  a handful  of  small  Diants  were  making  oro- 
pellant  powder  and  high  explosives,  and  there  were  virtually 
no  facilities  for  mass  loading  and  assembling  of  heavy  ammu- 
nition." (1:104-105) 

To  meet  this  situation,  the  Ordanance  Department  in  the 
summer  of  194-0  created  a new  procurement  system,  the  govern- 
ment owned  contractor  operated  (GCCO)  plant.  More  than  60 
of  these  plants  were  constructed  between  June  194-0  and  Dec- 
ember 194-2.  These  plants  were  built  at  a capital  investment 
of  about  i3  billion  and  employed  nearly  a quarter  of  a million 
workers  during  World  War  II.  The  type  of  contract  initially 
signed  with  the  operating  contractors  of  these  plants  was  a 
cost-plus-fixed-fee  (CPFF)  contract.  The  fixed-fee,  rather 
than  being  a fixed  sum,  was  a unit  fixed-fee  based  on  the 
number  of  rounds  of  ammunition  or  pounds  of  explosives  pro- 
duced. (1:104-153) 

After  Wcrld  War  II  the  production  base  was  reduced  to  37 
plants,  14  active  and  23  inactive.  During  the  Korean  Aar  all 
37  plants  were  placed  in  an  active  status.  At  the  end  of  the 
Korean  War  the  production  base  was  further  reduced  to  27 
plants.  For  the  Vietnam  Aar,  24  plants  were  operated.  (2:A-9) 

Figure  1 shows  the  present  status  of  these  plants  by 


manufacturing  type 
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Tyne  Plant 


Propellant  & Exolosive 

(PE) 

Metal  Parts  (MP) 

Load  and  Pack  (LAP) 

Small  Arms  (SA) 

Dual  Type  PE /LAP 

Dual  Type  LAP/I»IP 

Dual  Type  cA/MP 

Total 

Active 


3 


Inactive 


3 

4 
2 
0 
2 
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Figure  1.  Present  Status  of  Ammunition  Plants 

At  the  height  of  the  Vietnam  7*ar  the  plants  emoloyed  some 
2100  government  and  some  119,000  contractor  personnel.  As  of 
August  1976,  these  numbers  were  reduced  to  7d0  government  ana 
15,110  contractor  personnel.  (2:A-15) 

The  present  contract  types  emoloyed  at  the  active  plants 
are  shown  in  Figure  2. 


Type  Plant/ 
Contract  Type 


FP 

CPIF 

CPAF 


PE  M? 


UP/ 

iv;p 


Figure  2.  Contr-ct  Tyoes 


CPFF 


Operating  contractors  for  the  plants  are  selected 
through  competition.  Because  of  the  inherent  complexity  of 
operating  these  plants,  contractor  competition  is  normally  only 
conducted  if  the  present  contractor's  performance  is  poor;  if 
an  impass  is  reached  during  negotiations  for  contract  exten- 
sion; or  if  the  contractor  does  not  desire  to  extend  the  con- 
tract. (2:E5) 

Changes  in  operating  contractors  are  made  very  infre- 
quently as  can  be  seen  in  Figure  3 which  shows  the  number  of 
continuous  years  the  present’  contractors  have  been  operating  the 
oresent  active  olants. 


Figure  3.  Length  of  Contractor  Operations 


The  plants  have  undergone  a number  of  minor  uogradings 


between  Wadd  War  II  and  the  Vietnam  War.  Presently,  .they 
involved  in  a major  25  year  modernization  program  budgeted 


at  over  5 billion  dollars 


are 
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5. 


Ill  CONTACT  ALMINIbThATION  - GENERAL 


Contract  administration  can  be  generally  described  as 
that  effort  performed,  by  the  government  to  assure  that  a 
contractor  performs  in  accordance  with  the  terms  and  con- 
ditions of  the  contract.  A listing  of  some  of  the  various 
contract  administration  functions  is  shown  at  Appendix  A, 
an  extract  from  Section  1 - 406  of  the  Armed  Services  Pro- 
curement Regulations.  Most  of  these  functions  can  be  grouped 
into  the  following  general  categories. 

1.  Review,  monitor  and  evaluate  contractor  operations. 

2.  Evaluate  contract  changes. 

3.  Negotiate  contract  changes. 

4.  Approve  contract  changes. 

3.  Perform  government  services  in  support  of  the  con- 
tract such  as  quality  assurance,  nrooerty  administra- 
tion, traffic  management,  contractor  oayment,  etc. 

ARAICOM  is  responsible  for  the  administration  of  the 
Army's  GOCO  ammunition  olant  contracts.  The  reouired  con- 
tract administration  functions  are  performed  by  both  the 
government  staff  located  at  each  plant  ana  elements  of  the 
ARwlCOM  headquarters  staff.  The  plant's  government  staff  is 
provided  with  all  authorities  of  an  Administrating  Contracting 
Officer  less  the  authority  to  approve  changes  to  the  contract 
which  is  retained  by  R^'s  ARi.COM.  Figure  4 nrovides  estimates 
of  where  each  of  the  general  categories  of  contract  adminis- 
tration functions  are  oenormed. 


"Others"  include  government  agencies  outside  of  ARLCCOM 
and  consists  mainly  of  other  Developenent  and  Readiness 
Command  agencies. 


Category 


Percentage 

performed  by 

Plant 

Headquarters 

Others 

85 

10 

5 

70 

50 

50 

50 

0 

100 

90 

10 

Figure  4.  x-erf ormance  of  Contract 
Administration  Functions 
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IV  HQ's  ARMCOM  (ROLES,  RESPONSIBILITIES. 

URGANlAAilv^N) 

While  the  Contracting  Officer  is  the  key  individual 
within  HQ's  ARMCOM  for  all  plant  contractual  matters,  many 
other  headquarter  elements  have  imoortant  functions  involving 
the  administration  of  contracts  between  the  government  and 
the  plants'  operating  contractors.  Figure  5 shows  those  prime 
headquarter's  elements  involved  in  this  contract  administration 
effort . 

As  subordinate  commands  of  ARMCOLI  the  plants  are  under 
command  authority  of  the  CG,  ARMCOM.  A special  Deputy  Com- 
manding General  for  Procurement  and  Production  is  charged  with 
the  responsibility  for  the  entire  ammunition  production  effort. 
This  deputy  is  also  the  Director  for  Procurement  and  Produc- 
tion. This  arrangement,  in  essence,  places  the  olants  under 
operation  control  of  this  special  deputy.  In  addition,  this 
deputy  is  the  rating  officer  for  ail  Plant  Commanders. 

The  Plant  Operations  Directorate,  under  the  operational 

control  of  this  special  deouty,  is  responsible  for  the  overall 

monitoring  of  plant  activities  and  for  Droviding  broad  guidance 

and  policy  for  the  operations  of  the  plants.  This  directorate 

does  not  normally  get  involved  in  aey-to-day  plant  ooerations 

the 

or  contract  administration,  except  for /occasional  exoediting 
of  actions  within  the  headquarters  or  between  the  Diants.  Pro- 


blems A,nich  cannot  be  resolved  between  the  olants  and  other 
headquarter's  elements*  are  referred  to  this  directorate  for 
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resolution. 

The  most  important  of  these  directorates  in  the  area  of 
contract  administration  is  the  Procurement  and  Production 
Directorate.  Located  within  this  directorate  are  the  Con- 
tracting Officers  for  the  plants.  Normally  one  contracting 
officer  is  assigned  'r?  two  or  more  plants.  He  is  assisted 


by  a number  of  contracting  specialists.  Usually  one  or  more 

is 

of  the  specialist/assigned  to  a single  plant.  Key  functions 


performed  by  this  directorate  include  determining  types  of 
contracts,  approving  contract  changes,  performing  fee  negoti- 
ations, worxtloading  plsnts  and  obligating  funds  to  the  contracts. 

Other  HQ  AHMC oM  elements  involved  in  contract  administration 
include  - 

The  Comptroller 
Safety  Office 
Security  Office 


Transcortation  Se  Traffic  Management  Directorate 


Product  Assurance  Directorate 


The  headquarter's  elements  are  authorized  to  directly 


communicate  with  the  government  staffs  at  the  plants  for  matters 


within  their  assigned  functional  areas.  Exempt  from  this 
direct  communications  policy  are  those  items  which  may  pro- 
duce a change  to  the  plants'  contracts.  All  changes  to  the 
contracts  must  be  approved  by  the  Contracting  Officer. 

Both  specific  and'  general  on-site  reviews  of  the  plant 
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and  contractor  operations  are  conducted  by  HQ's  ARMCOM. 

Specific  reviews  are  conducted  in  such  areas  as  safety,  se- 
curity, property  administration,  and  work  measurement.  These 
are  conducted  by  the  headquarter ' s element  which  has  the  assign- 
ed functional  responsibility  for  that  area.  Other  specific 
reviews  are  conducted  by  government  agencies  outside  of 
ARilCOM  in  such  areas  as  radiological  safety,  communications 
and  fuel  storage. 

Two  on-site  general  reviews  are  performed  by  HQ's 
AM.COM  - the  Industrial  Management  Review  (IiuR)  and  the  Should 
Cost  Analysis.  The  IMR  is  conducted  annually  by  a teem  com- 
posed primarily  of  personnel  from  the  Plant  Operations  Dir- 
ectorate. The  basic  purpose  of  this  review  is  to  evaluate  the 
overall  performance  of  the  plant  end  make  recommendations  for 
improving  that  performance.  The  operations  of  the  plant's 
government  staff  as  well  as  those  of  the  operating  contractor 
are  reviewed  by  the  IivlR  team. 

While  most  cost  proposals  submitted  by  the  operating  con- 
tractor are  evaluated  and  negotiated  by  the  government  plant 
staff,  occasionally  a Should  Cost  Team  is  designated  to  con- 
duct an  on-site  analysis  of  contract  costs.  At  the  completion 
of  this  analysis  new  costs,  fee  ana  contractursl  clause  changes 
are  negotiated  with  the  contractor. 

These  specific  and  general  reviews  are  supplemented  by 
staff  visits  by  Key  personnel  from  the  headquarter's  staff. 

The  outcome  of  these  reviews  and  visits  are  recommendations 
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fetiuttl 


which  require  actions  to  be  taken  by  either  the  operating  con- 
tractor, the  plant's  government  staff,  the  Contracting  Officer 
or  the  headquarter's  staff. 

The  requirement  for  the  operating  contractor  to  take 
corrective  actions  is  not  sent  directly  to  the  operating  con- 
tractor. Rather,  it  is  sent  to  the  plant's  government  staff. 
The  staff,  after  reviewing  the  recommended  action  to  insure 
it  is  necessary,  appropiate  and  within  the  bounds  of  the 
contract,  directs  the  contractor  to  take  the  required  action. 


V PLANT  (ROLES,  RESPONSIBILITIES.  ORGANIZATION) 


The  contract  administration  effort  at  the  plant  consists 
of  the  Commander,  the  Contracting  Officer's  Representative 
(COR),  the  COR  staff,  and  a Defense  Contract  Audit  Agency 
(DCAA)  office.  The  Commanaer,  normally  a Lieutenant  Colonel, 
is  charged  with  the  responsibility  for  accomplishing  the 
plant's  assigned  mission.  Commanders  are  centrally  selected 
by  a Department  of  Army  command  selection  board  and  are 
assigned  to  a plant  for  a 24  month  tour. 

At  each  plant  two  individuals,  the  Plant  Commander  and 
the  Civilian  Operations  Officer,  are  soecificelly  appointed 
as  COR's.  The  Civilian  Operations  Officer,  usually  a GS-13, 
is  the  highest  ranking  civilian  Position  at  the  riant. 

The  COR's  receive  their  appointment  in  writing  from  the 
Contracting  Officer.  An  example  of  such  an  appointment  is 
shown  at  Appendix  B.  The  appointment  Drovides  the  COR  with 
the  legal  authority  to  administer  the  contract  end  provide 
direction  to  the  operating  contractor. 

"A  COR  has  all  the  authority  of  the  contracting  officer 
except  that  he  may  not  execute  or  agree  to  any  modification  to 
the  contract.  He  is  obliged  to  follow  the  contract  as  it  is 
written  -nd  must  interpret  the  contract  and  directives  per- 
taining to  the  contract."  (4:2-4) 
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The  primary  function  of  the  COR  staff  is  to  assist  the 
COR  in  the  administration  of  the  contract.  A typical  COR  staff 
organization  structure  is  shown  in  Figure  6.  .Actual  structures 
8nd  sizes  of  the  COR  staffs  will  vary  among  the  plants  depend- 
ing upon  the  needs  and  current  activities  of  the  individual 

1 

plant  . The  largest  variations  in  size  among  the  plants  is  in 
the  sizes  of  the  Quality  Assurance  Divisions.  Figure  7 shows 
the  present  size  ranges  of  the  COR  staffs  at  the  active  olents. 


Range  No.  of  plants 


Figure  7.  Size  of  COR  Staffs 


tohile  not  officially  a part  of  the  COR  staff,  the  DC/A 
office  can  for  all  practical  purooses  he  considered  ah 
unofficial  extension  of  the  COR  staff.  The  COR  and  the  DC/.A 
auditors  are  required  to  work  together  to  perform  audits  which 
are  either  initiated  by  the  DC//  auditors  or  the  COR. 

The  majority  of  the  contract  administration  effort  re- 
quired for  the  administration  of  GOCO  plant  contracts  is  per- 
formed at  the  plant  by  the  COR.  At  Appendix  C is  a listing  of 
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the  minimum  contract  administration  functions  for  which  the 
COR  is  responsible. 

Although  the  COR  is  expressly  forbidden  from  making 
changes  to  the  contract,  these  changes  are  evaluated  by  the 
COR  prior  to  the  approval  by  the  Contracting  Officer.  The 
related  changes  in  cost  are  normally  negotiated  by  the  COR. 

All  fee  negotiations  are  conducted  by  the  Contracting  Officer 
with  assistance  provided  by  the  COR. 

With  few  exceptions,  all  actions  required  by  the  plant 
are  directed  to  the  plant  Commander.  If  these  directed  actions 
require  effort  by  the  operating  contractor,  the  Plant  Com- 
mander in  his  capacity  as  COR  directs  the  operating  contractor 
to  perform  the  necessary  tasks.  The  few  exceptions  are  those 
occasional  actions  which  are  directly  communicated  from  the 
Contracting  Officer  to  the  ooerating  contractor.  Normally 
one  individual,  the  operating  contractor's  Plant  Manager,  is 
authorized  to  receive  and  accent  resoonsibiiity  for  perform- 
ing these  directed  actions.  No  other  government  officials 
other  than  the  Contracting  Officer  and  the  COR  are  authorized 
to  direct  actions  of  the  operating  contractor. 

One  of  the  most  important  CuR  functions  is  to  nerform 
a continuous  revie. v and  evaluation  of  the  contractor's  per- 
formance. Minimum  schedules  of  reviews  and  evaluations  are 


required  by  the  AcPR  end  /.RMCoM  directives.  However,  the 

majority  of  these  reviews  ana  evaluations  are  initiated  end 
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scheduled  by  the  COR.  Reviewing  consists  of  both  examining 


contractor  documentation  ana  observing  contractor  operations. 

Results  from  these  reviews  and  evaluations  are  provided 
to  the  operating  contractor  by  the  COR.  Depending  upon  the 
actual  nature  of  the  resuits,  recommendations,  requests,  or 
directives  for  change  are  either  informally  discussed  with 
the  Plant  Manager  or  formally  transmitted  to  him  for  required 
action. 

Another  important  function  performed  by  the  COR  is  to 
receive  all  requests  for  government  action  from  the  contractor. 
Those  requests  which  cannot  be  satisfied  directly  by  the  COR 
must  be  submitted  by  the  COR  to  the  proper  government  agency, 
normally  HQ's  ARMCGM,  for  action.  In  the  performance  of  this 
function,  the  COR  must  assume  the  role  as  an  intermediary 
between  the  contractor  and  a particular  functional  element 
within  H^,'s  ARMCGM.  As  such,  he  must  insure  that  the  particular 
staff  elements  act  uoon  the  contractor's  request  in  a sound 
and  timely  manner. 
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VI  COMMANDER  - CONTRACTOR  RSLATIGNSHIPS 


Three  elements  are  Key  to  the  sucessful  operation  of  a 
GOCQ  plant  - the  proper  selection  of  an  operating  contractor; 
the  proper  selection  of  a Commanaer;  and  the  maintenance  of 
the  good  working  relationship  between  the  government  and  the 
operating  contractor.  The  basic  and  most  imoortant  relation- 
ship between  the  government  and  the  operating  contractor  is  the 
direct  interface  between  the  Plant  Commander  ana  the  contrac- 
tor. 


The  Plant  Commanaer  has  a dual  responsibility.  As  Com- 
nmder  he  is  directly  resDonsible  for  accomplishing  the  olent's 
mission.  As  a COR  he  is  responsible  for  the  administration  of 
the  plant's  contract.  Since  all  olsnt  operations  are  performed 
by  the  operating  contractor  the  Commanaer  is,  in  the  final 
analysis,  strictly  dependent  upon  the  operating  contractor 
for  the  effective  and  efficient  performance  of  the  plant's 
mission.  The  contract  is  the  Key  vehicle  through  the  Com- 
mander and  the  operating  contractor  interact  in  the  perform- 
ance of  the  mission.  Therefore,  while  the  Commanaer  may  be 
fully  resoonsible  for  the  performance  olant's  mission  his 
authorities  are  limited  by  the  terms  of  the  contract  and  the 
Armed  Services  Procurement  Regulations.  An  imoort^nt  asoect 
of  this  limitation  is  stated  in  the  ARkCOM  Plant  Commanaer/ 
Contracting  Of ficerb  Represent- tive  Operations  Guiae. 
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"The  Contractor  should  he  free  to  make  his  own  decisions 
under  the  monitorsnip  of  the  CuR.  The  COR  must  recognize  that 
a private  contractor's  procedures  for  "getting  a .job  none"  may 
not  coincide  with  those  of  the  Government.  This  oolicy  should 
he  conveyed  to  the  Government  staff.  The  Armed  Services  Board 
of  Contract  appeals  nhilosoohy  should  guide  COR  actions. 

The  following  is  an  excerpt  from  the  Armed  Service  Board 
of  Contract  Appeals,  decision  6CCF  61801:  -hen  the  Govern- 

ment enters  into  a cost-nlus-fixed-fee , cost-plus-incentive- 
fee,  or  cost-olus-ewared-f ee  contract  with  a Contractor,  the 
Government  engages  the  knowledge,  the  s^ill,  the  .judgment, 
and  the  capahilities  of  the  Contractor  to  perxorm  the  contract. 
It  is  the  Contractor's  right,  as  well  as  his  duty,  to  use  all 
of  those  qualifications  to  emoloy  men  and  women  who  will  com- 
prise his  'team'  to  perform  the  contract,  to  buy  materials, 
and  to  use  his  discretion,  not  that  of  the  Contracting  Officer, 
in  carrying  out  all  of  the  factors  involved  in  the  nerformance 
of  the  contract.  The  Contracting  Officer's  function  is  not 
that  of  a boss  over  the  contractor,  telling  nim  what  he  can 
and  cannot  buy,  whom  he  shall  employ,  and  how  much  he  is  all- 
owed to  oay  employees.  True,  tne  contract  bestows  uoon  the 
contracting  officer  tne  authority  to  disapprove  for  reim- 
bursement the  costs  involved  in  the  contractor's  performance, 
but  unless  he  is  able  to  demonstrate  that  the  contractor's 
acts,  or  the  costs  he' incures,  violate  the  terms  of  the  con- 
tract or  the  guides  found  in  Part  2 of  Section  XV  of  the  A^PR, 
it  is  the  contracting  officer's  auty  to  approve  the  contrac- 
tor's acts  and  to  approve  the  costs  thereof  for  reimbursement." 
(4:2-4) 

This  philosonny  does  provide  sound  general  guidance  for 
contract  administration.  Adherence  to  this  nhilosoohy  will 
not,  however,  prevent  or  solve  the  numerous  and  frecuent 
disagreements  'which  arise  between  the  commander  and  the  con- 
tractor curing  the  execution  of  the  contract. 

The  Commander,  as  the  contract  administrator,  must  make 
continuing  determinations  that  the  contractor's  methods  will 
provide  for  efficient  and  effective  plant  operations.  If  a 
determination  is  made  that  the  contractor  must  change  his 
ooerations  in  oruer  to  improve  efficiency  or  effectiveness, 
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the  Commander  must  attempt  to  get  the  contractor  to  make  this 
change.  The  Commander's  recommendation  or  direction  for  change 
may  not  always  be  accepted  by  the  operating  contractor.  The 
denial  of  cost  reimbursement,  however,  is  not  normally  emoloy- 
ed  to  force  this  change  until  other  methods  available  to  the 
Commander  to  affect  this  change  have  failed.  These  other 
methods  include  suggestion,  guidance,  problem  solving  and  nego- 
tiation. A prerequisite  for  the  employment  of  these  methods 
is  that  a good  working  relationship  be  established  and  main- 
tained between  the  Commander  and  the  operating  contractor. 

The  strong  dependency  on  the  contractor  for  the  accom- 
plishment of  the  plant's  mission  would  suggest  a cooperative 

/ 

type  of  relationship  be  established.  On  the  other  hand,  the 
contract  administrator  duties  of  the  Commander  would  seem  to 
suggest  an  adversary  type  of  relationship.  The  choice  of  the 
proper  type  of  relationship  at  or  between  these  extremes  is  a 
dilemma  for  both  the  Commander  ana  the  contractor.  This 
dilemma  is  not  unique  to  GOCO  plant  operations.  It  prevails 
throughout  the  total  area  of  government  contract  administration 
John  T.  Bennet,  in  his  dissertation  on  Congressional  criti- 
cism and  concern  of  systems  acquisition,  offers  the  following 
views. 


"Contract  administration  is  seen  by  many  critics  as  one 
of  the  weaxest  linxs  in  EwE's  control  over  system  acquisition, 
Committee  criticism  and  concern  in  this  area  appeared  to  be 
entered  on  three  aspects:- 

1.  DoD  organizations  operating  in  contractor  plants 
have  not  carried  out  aggressive  rnd  effective  contract 
administration. 
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2.  As  a result,  DOD  does  not  have  adequate  surveillance 

over  major  contractor  operations. 

3.  In  turn,  major  contractors  have  not  performed  sub- 
contract administration  sufficiently  to  protect  the 

Federal  Government's  interest."  (5:171-172) 

In  this  seme  dissertation,  Bennet  provides  the  follow- 
ing statements  concerning  controls  over  contractor  operations. 

"Overregulation  and  overadministration  in  the  DOD  sys- 
tems acquisition  process  are  readily  apparent.  Of  concern  to 
Congress,  during  the  period  under  study,  was  the  oroblem  of 
control,  particularly  over  contractor  operations  and  control." 
(5:202) 

"The  end  result  of  over  control  is  that  functions 
normally  a prerogative  of  contractor  management  have  and  con- 
tinue to  be  taken  over  directly  ana  indirectly  by  DOD." 

(5:204) 

This  dilemma  is  sometimes  viewed  as  a conflict  between 
government  and  contractor  controls,  responsibilities,  auth- 
orities and  prerogatives.  This  conflict  has  always  existed 
and  will  always  exist  in  contract  administrator-contractor 
relationships.  It  should  not,  however,  be  viewed  as  a des- 
tructive force  but  rather  as  a healthy  force  required  •’"or  the 
effective  accomplishment  of  the  plant's  mission. 

Stephen  Robbins,  in  his  book,  "Managing  Organizational 
Conflict",  expresses  a similar  conclusion  - 

" But  the  goal  of  management  is  not  harmony  end 

cooperation  — it  is  effective  goal  attainment!  Eliminetion 
of  conflict  is  not  realistic  in  complex  organizations,  nor 
would  such  elimination  be  desirable  ....  More  organizations 
are  dying  from  complacency  and  enattytnan  are  dying  from  an 
overabundance  of  conflict."  (6:15) 

A good  worming  relationship  between  the  contract  admin- 
istrator end  contractor  is  one  which  recognizes  this  inherent 

* 

conflict;  and  uses  this  conflict  to  further  the  goal  of  the 
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contract.  The  conflict,  however,  should  not  degenerate  into 
an  academic  battle  of  theoretical  authorities,  responsibilities 
and  prerogatives  but  es  a real  battle  with  the  objective  of 
deciding  and  executing  the  best  course  of  action  in  a given 
situation  for  advancing  the  efficient  and  effective  operations 
of  the  plant.  The  relationship  oust  provide  for  the  maximum 
flow  of  communications  so  that  the  fact  and  assumptions  involved 
in  all  issues  are  uncovered  and  thoroughly  discussed  between 
the  parties. 

This  conflict  does  not,  in  itself,  destroy  cooperation. 

"Many  practitioners  perceive  cooperation  as  being  the 
opposite  of  conflict.  They  have  traditionally  sought  the 
former  and  attempted  to  eliminate  the  latter. .. .the  two  con- 
cepts exist  on  separate  continuums.  The  opposite  of  conflict 
is  no  conflict  and  the  opposite  of  cooperation  is  no  coopera- 
tion. The  strength  of  this  view  becomes  clear  when  it  is 
emohasized  that  the  elimination  of  conflict  does  not  assure 
cooperation,  nor  does  the  loss  of  cooperation  imply  the 
occurence  of  conf lict ....  attempts  to  reduce  conflict  utilize 
techneques  that  increase  cooperation,  but  the  elimination  of 

one  does  not  create  the  other When  cooperation  exists 

to  the  extent  of  absence  of  conflict,  it  is  usually  associated 
with  the  avoidance  of  change  and  the  continuation  of  outmoded 
forms  of  action.  Therefore,  we  can  literally  conceive  of  an 
organization  cooperating  itself  to  death."  (6:27-26) 

Cooperation  is  required  to  properly  resolve  conflicts 
which  arise.  Conflict  must  arise  to  affect  change.  Change 
must  be  accomplished  to  effectively  meet  the  contract  goals. 

Therefore,  the  best  working  relationship  between  the 
contract  administration  and  the  contractor  is  one  of  both  con- 
flict and  cooperation  with  the  mutual  objective  of  effectively 

accomplishing  the  contract  goal.  Both  parties  must  recognize 
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the  inevitability  of  conflict  in  their  relationsnip  and  accept 
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this  conflict  as  a healthy  force  which,  if  properly  employed, 
will  further  the  goals  of  the  contracts  and  mission  of  the 
plant.  A cooperative  spirit  between  the  parties  must  be 


maintained  to  properly  direct  and  employ  this  conflict. 


. YI I SUMMARY 


The  Army' 8 complex  of  GoCO  ammunition  plants  was 
created  in  the  early  19^0' s to  provide  for  the  massive 
amounts  of  munitions  required  for  'Aar  Id  'Aar  II.  ARMCOM  is 
responsible  for  the  administration  of  the  GOCO  plant  con- 
tracts. The  majority  of  the  contract  administration  functions 
are  performed  by  the  COR  located  at  the  plant.  The  COR  has 
all  the  authority  of  the  Contracting  Officer  to  administer 
the  contract  except  that  he  may  not  execute  or  3gree  to  any 
modification  to  the  contract.  A vital  key  to  the  successful 
operation  of  a GOCO  plant  is  the  maintenance  of  a good  work- 
ing relationship  between  the  Commander /COR  and  the  operating 
contractor.  A good  working  relationship  is  one  of  both  con- 
flict and  cooperation  with  the  mutal  objective  of  effectively 
accomplishing  the  contract  goal. 
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GENERAL  PROVISIONS 

ters  will  not  reference  directives  of  the  procuring  department  without  the  prior 
concurrence  of  the  department  performing  contract  administration  services. 

(b)  Each  contract  assigned  by  a purchasing  office  to  a contract  administra- 
tion component  for  administration  shall  contain  or  be  accompanied  by  all  procur- 
ing agency  instructions  or  directives  which  are  incorporated  in  such  contract  by 
reference.  This  will  not  be  necessary  if  a copy  has  been  previously  furnished  for 
application  to  that  contractor. 

(c)  This  paragraph  constitutes  the  authority  of  the  contract  administration 
office  designated  in  accordance  with  Section  XX,  Part  7,  of  this  Regulation,  to 
perform  contract  administration  functions  to  the  extent  applicable,  in  accordance 
with  this  Regulation,  the  provisions  of  contracts  assigned  for  administration,  and 
the  directives  of  the  department  performing  the  services.  Functions  listed  below 
are  the  responsibility  of,  and,  except  as  provided  in  20-703.3.  shall  be  performed 
by,  contract  administration  offices: 

(i)  review  contractor's  compensation  structure; 

(ii)  review  the  contractor’s  insurance  plans; 

(iii)  review  and  approve  or  disapprove  contractor’s  requests  for  payments 
under  the  progress  payments  clause; 

(iv)  determine  the  allowability  of  costs  suspended  or  disapproved  on  a 
DCAA  Form  1 when  a written  appeal  has  been  received  from  the 
contractor,  direct  the  suspension  or  disapproval  of  any  costs  when 
there  is  reason  to  believe  that  they  should  be  suspended  or  disap- 
proved, and  approve  final  vouchers; 

(v)  negotiate  billing  and  final  overhead  rates  when  the  contract  contains 
the  clause  in  3-704,  except  when  negotiation  responsibility  is  placed 
elsewhere  in  accordance  with  Departmental  procedures; 

(vi)  negotiate  understandings  consistent  with  agreements  negotiated 
under  15-107  applicable  to  treatment  of  costs  under  contracts  cur- 
rently assigned  for  administration; 

(vii)  negotiate  prices  and  execute  supplemental  agreements  for  spare 
parts  and  other  items  selected  through  provisioning  procedures; 

(viii)  review  and  evaluate  contractor's  proposals  in  accordance  with 
3-801. 5(b)  and  furnish  comments  and  recommendations  to  the 
procuring  contracting  officer  when  negotiation  will  be  accomplished 
by. the  procuring  contracting  officer; 

(ix)  when  authorized  by  the  purchasing  office,  negotiate  or  negotiate  and 
execute  supplemental  agreements  incorporating  contractor  proposals 
resulting  from  change  orders  issued  under  the  Changes  clause  (Prior 
to  completion  of  negotiations  and  issuance  of  the  supplemental 
agreement,  any  delivery  schedule  change  shall  be  coordinated  with 
the  purchasing  office.); 

(x)  manage  special  bank  accounts; 

(xi)  assure  timely  notification  by  the  contractor  of  any  anticipated  over- 
run or  underrun  of  the  estimated  cost  under  cost-type  contracts; 

(xii)  review,  approve  or  disapprove  and  maintain  surveillance  of  the  con- 
tractor’s procurement  system; 

(xiii)  consent  to  the  placement  of  subcontracts: 
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(xiv)  monitor  contractor's  financial  condition  and  advise  the  procuring 
contracting  officer  when  contract  performance  is  jeopardized 
thereby; 

(xv)  when  authorized  by  the  purchasing  office,  negotiate  prices  and  ex- 
ecute priced  exhibits  for  unpriced  orders  issued  by  the  procuring 
contracting  officer  under  basic  ordering  agreements; 

(xvi)  issue  tax  exemption  certificates; 

(xvii)  conduct  post-award  orientation  conferences; 

(xviii)  issue  work  requests  under  maintenance,  overhaul  and  modification 
contracts; 

(xix)  negotiate  and  execute  contractual  documents  for  settlement  of  par- 
tial and  complete  contract  terminations  for  convenience,  except  as 
otherwise  prescribed  by  Section  VIII; 

(xx)  perform  necessary  screening,  redistribution  and  disposal  of  contrac- 
tor inventory; 

(xxi)  perform  property  administration; 

(xxii)  prepare  findings  of  fact  and  issue  decisions  under  the  Disputes  clause 
on  matters  on  which  the  contract  administration  office  has  the 
authority  to  take  definitive  action; 

(xxiii)  assure  processing  and  execution  of  duty-free  entry  certificates; 

(xxiv)  in  facilities  contracts— 

(A)  evaluate  contractor’s  requests  for  facilities  and  changes  to  exist- 
ing facilities,  and  provide  the  procuring  contracting  officer  with 
appropriate  recommendations  thereon; 

(B)  assure  required  screening  of  facility  items  before  acquisition  by 
contractor; 

(C)  approve  use  of  facilities  on  a noninterference  basis  in  ac- 
cordance with  paragraph  (b)  of  the  clause  in  7-702.12; 

(D)  assure  payment  of  any  rental  due;  and 

(E)  assure  reporting  of  items  no  longer  needed  for  defense  produc- 
tion; 

(xxv)  perform  production  support,  surveillance,  and  status  reporting,  in- 
cluding timely  reporting  of  potential  and  actual  slippages  in  contract 
schedules; 

(xxvi)  perform  pre-award  surveys; 

(xxvii)  perform  industrial  readiness  and  mobilization  production  planning 
field  surveys  and  schedule  negotiations; 

(xxviii)  monitor  contractor  industrial  labor  relations  matters  under  the  con- 
tract; apprise  the  procuring  contracting  officer  and  cognizant  depart- 
mental labor  relations  advisor  of  actual  or  potential  labor  disputes; 
and  coordinate  the  removal  of  urgently  required  material  from  the 
strikebound  contractor's  plants  upon  instructions  from,  and 
authorizations  of.  the  procuring  contracting  officer  and  the  cognizant 
departmental  labor  relations  advisor; 

(xxix)  perform  traffic  management  services  including  issuance  and  control 
of  Government  bills  of  lading  and  other  transportation  documenta- 
tion; 

(xxx)  review  the  adequacy  of  the  contractor’s  traffic  operations; 
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(xxxi ) review  and  evaluate  preservation,  packaging,  and  packing; 

(xxxii)  provide  surveillance  of  contractor  design,  development,  and  produc- 
tion engineering  efforts; 

(xxxiii)  review  engineering  studies,  design,  and  proposals,  and  make  recom- 
mendations to  the  system/project  manager  or  purchasing  office; 
(xxxiv)  evaluate  and  monitor  contractor  engineering  efforts  and  expendi- 
tures in  accordance  with  contract  terms; 

(xxxv)  conduct  surveillance  of  contractor  engineering  practices  with  regard 
to  subcontractors; 

(xxxvi)  review,  on  a continuing  basis,  contractor  test  plans  and  directives  for 
compliance  with  contract  terms;  compare^  milestone;  progress,  and 
cost  against  contract  requirements; 

(xxxvii)  assist  in  classification  of  waivers  and  deviations; 

(xxxviii)  evaluate  the  adequacy  of  contractor  engineering  data  control 
systems,  including  assurance  that  systems  provide  for  timely  incor- 
poration of  changes  in  data  being  acquired; 

(xxxix)  monitor  contractor  value  engineering  programs; 

(xl)  review  cost  reduction  proposals,  and  submit  comments  regarding  ef- 
fect of  proposed  changes  on  the  engineering  requirements  of  the 
contract; 

(xli)  evaluate  and  perform  surveillance  of  contractor  configuration 
management  systems  and  procedures; 

(xlii)  perform  surveillance  of  contractor  engineering  change  systems; 
review  Class  1 engineering  change  proposals,  and  comment  on  en- 
gineering feasibility  and  need;  assist  in  price  analysis  of  engineering 
changes;  review  Class  II  engineering  changes  to  insure  proper  clas- 
sification; 

(xliii)  evaluate  the  contractor  management,  planning,  scheduling,  and  allo- 
cation of  engineering  resources; 

(xliv)  evaluate  and  monitor  contractor  reliability  and  maintainability  pro- 
grams; 

(xlv)  review  and  evaluate  for  technical  adequacy  the  logistic  support, 
maintenance,  and  modification  programs  accomplished  by  the  con- 
tractor; 

(xlvi)  make  appropriate  comments  to  purchasing  offices  on  any  inadequa- 
cies noted  in  specifications; 

(xlvii)  perform  procurement  quality  assurance; 

(xlviii)  maintain  surveillance  of  flight  operations; 

(xlix)  assure  contractor  compliance  with  applicable  safety  requirements; 

(1)  assure  contractor's  compliance  with  small  business,  labor  surplus 
area,  and  minority  business  enterprises  mandatory  subcontracting 
programs;  conducting,  on  an  as-required  basis,  small  business  and 
labor  surplus  area  set-aside  surveillance;  and  providing  advice  to 
small  business,  labor  surplus  area  concerns,  and  minority  business 
enterprises; 

(li)  in  connection  with  classified  contracts,  administer  those  portions  of 
the  Industrial  Security  Program  designated  as  ACO  responsibilities  in 
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the  1SR  and  ISM  (See  Appendix  C,  Industrial  Security  Regulation, 
DoD  5220.22-R,  for  partial  listing  of  primary  responsibilities  (also 
see  1-320).); 

(lii)  make  payments  on  assigned  contracts  (but  see  20-706); 

(liii)  assign  and  perform  supporting  administration; 

(liv)  assure  timely  submission  of  required  reports; 

(lv)  will  advise  and  assist  defense  contractors  regarding  their  priorities 
and  allocations  responsibilities  and  assist  defense  purchasing  activi- 
ties in  processing  requests  for  special  assistance  and  for  priority 
ratings  for  privately-owned  capital  equipment; 

(Ivi)  process  and  execute  novation  and  change  of  name  agreements  in  ac- 
cordance with  Section  XXVI,  Part  4; 

(Ivii)  when  authorized  by  the  purchasing  office,  negotiate  or  negotiate  and 
execute  supplemental  agreements  accelerating  or  decelerating  con- 
tract delivery  schedules; 

(Iviii)  when  authorized  by  the  purchasing  office,  negotiate  or  negotiate  and 
execute  supplemental  agreements  providing  for  the  de-obligation  of 
unexpended  dollar  balances  considered  excess  to  known  contract 
requirements; 

(Iix)  determine  adequacy  of  prime  contractor’s  Disclosure  Statements; 

(lx)  determine  whether  prime  contractor’s  Disclosure  Statements  are  in 
compliance  with  Section  XV  and  Cost  Accounting  Standards; 

(lxi)  determine  .contractor  compliance  with  Cost  Accounting  Standards 
and  Disclosure  Statements,  if  applicable; 

(Ixii)  negotiate  price  adjustments  and  execute  supplemental  agreements 
pursuant  to  the  Cost  Accounting  Standards  clause  in  7-104.83; 

(Ixiii)  perform  post  award  surveillance  of  contractor  progress  toward 
demonstration  of  Cost/Schedule  Control  Systems  to  meet  the 
Cost/Schedule  Control  Systems  Criteria  (see  7-104.87),  provide 
assistance  in  the  review  and  acceptance  of  contractors’ 
Cost/Schedule  Control  Systems,  and  perform  post  acceptance  sur- 
veillance to  insure  continuing  operation  of  contractors’  dfcepied 
systems; 

(lxiv)  when  authorized  by  the  purchasing  office,  issue  amended  shipping 
instructions  and,  when  necessary,  negotiate  and  execute  supplemen- 
tal agreements  incorporating  contractor  proposals  resulting  from  the 
amended  shipping  instructions, 

(lxv)  when  authorized  by  the  purchasing  office,  issue  change  orders  and 
negotiate  and  execute  resultant  supplemental  agreements  under  con- 
tracts for  ship  construction,  conversion  and  repair; 

(Ixvi)  issue  contract  modifications  requiring  the  contractor  to  provide 
packing,  crating  and  handling  services  on  excess  Government  pro- 
perty. When  the  ACO  determines  it  to  be  in  the  Government’s  best 
interests,  he  may  secure  such  services  from  other  than  the  contractor 
in  possession  of  the  property; 

(Ixvii)  approve  contractor  acquisition/fabrication  of  special  test  equipment 
as  provided  in  paragraph  (b)  of  the  clause  in  7-104.26; 
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(Ixviii)  negotiate  and  execute  contractual  documents  for  settlement  of  can- 
cellation charges  under  multi-year  procurements;  and 
(lxix)  evaluate  and  monitor  contractor’s  procedures  for  complying  with  the 
“Restrictive  Markings  on  Technical  Data”  clause  in  7-104.9(p). 
Procurement  functions  not  designated  as  contract  administration  functions  shall 
remain  the  responsibility  of  the  purchasing  office. 
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SU3JSCI:  Appointment  of  Contracting  Officer's  Representative,  , , 

Contract  No.  W11173-49-C-C035 


* 


Comrand.ar-' 

1IZZ  Victor  J.  Gongoia,  013-23-0256 
^itfistoa  Any  Ammunition  Plant 
Kingsport,  TN  37662 


1.  Yon  axe  hereby  designated,  effective  26  Jun  74,  to  act  as  Contrac- 
ting Officer's  Representative  for  the  administration  of  Contract  No. 
W1H73-49-C-0035  between  the  United  States  of  America  and  Kolston  De- 
fense Corporation,  Kingsport,  Tennessee,  for  the  operation  of  facilities 
at  Ho Is ton  Army  Ammunition.  Plant,  Kingsport,  Tennessee. 

2.  To  extant  not  specifically  prohibited  by  the  terms  of  the  above 
numbered  contract,  you  are  empowered  to  take,  any  or  all  action  thereunder 
which  could  be  lawfully  taken  by  the  Contracting  Officer,  provided  however, 
that  you  shall  in  no  event  be  authorized  by  virtue  of  your  designation  as 
Contracting  Officer's  Representative  to  execute  any  supplemental  agreement, 
change  order  or  other  modification  of  said  contract. 

3.  Kindly  acknowledge  receipt  of  this  appointment  on  the  original  copy 
and  return  to  this  office  for  retention  in  the  contract  file. 


’ .Authenticated  copies: 

L*3  Arty  Finance  Center 
DCAA,  Resident  Auditor,  Hols ton 
• Finance  Officer,  RIA 
Hols  ton  Defense  Corn,  (dupe) 


' sj-  <J l 

PHIL I7C.  3UXZR,  JR.  t 
Contracting  Officer 


ACKNOWLEDGED:  25  June  4974 


victor  j.  g6ncola/ 

LTC,  OrdC 


B1 


(s)  Perform  production  support,  surveillance,  and  status  reporting.  Including  timely  reporting 
of  potential  and  actual  slippages  In  contract  schedules. 

(t)  Monitor  and  evaluate  the  contractor's  production  and  Inventory  controls. 

(u)  Review  and  evaluate  the  contractor's  modernization,  maintenance,  and  utilization  of  the 
physical  plant  and  equipment. 

(v)  Review  and  evaluate  the  contractor's  policies,  procedures,  and  operations  In  plant  pro- 
curement and  property  disposal. 

(w)  Work  closely  with  the  Defense  Contract  Audit  Agency  (DCAA)  resident  or  assigned  auditor. 

(x)  Take  action  on  DCAA  reports  as  appropriate. 

(y)  Keep  the  contracting  officer  advised  of  operating  contractor  performance. 

(z)  Request  estimates  on  proposed  work,  analyze  contractor's  estimate,  negotiate  an  agreeable 
funding  request,  and  forward  same  to  contracting  officer.  A similar  effort  for  cost  targets.  If 
vork  Is  CPIF. 

(aa)  Evaluate  cost  control. 

(ab)  Coordinate  mobilization  planning,  continuity  of  operations  planning,  and  other  emergency 
planning  programs. 

(ac)  Perform  any  other  contract  administration  function  required  by  the  contracting  officer. 

(ad)  Assist  in  the  establishment  of  fee  negotiations  by  an  assessment  of  past  contractor  perfor- 
mance and  recommendation  relative  to  areas  of  Improved  contractor  performance. 
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